Considerations for an
Efficient Generator
Replacement Process
May 13, 2024
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Disclaimer

The contents of this presentation are being delivered for educational and informational purposes only. It is intended for a limited audience of persons
and/or entities who have professional experience in such matters and should be considered and treated as confidential information by these recipients. Itis
not to be considered legal, financial, or other professional advice and should not be used in lieu of directly seeking such advice. This material may contain
technical or typographical errors. MN8 Energy does not guarantee its accuracy, completeness, or suitability. MN8 Energy and its affiliates and each of their
respective officers, directors, employees, representatives, agents, or the like (each an “MN8 Party”) expressly disclaims any and all responsibility and
liability for any submitted content, including any express or implied warranty or guarantee about the accuracy, copyright compliance, legality, or any other
aspect of the submitted content. IN NO EVENT SHALL AN MNS8 PARTY BE LIABLE FOR ANY SPECIAL, INDIRECT OR CONSEQUENTIAL DAMAGES RELATING TO
THIS MATERIAL, FOR ANY USE OF THIS MATERIAL OR FOR ANY OTHER HYPERLINKED WEBSITE. All such links are provided solely for the convenience of users
and do not represent any endorsement, advertisement or sponsorship of linked sites or any products or services offered.
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PJM should strive for interconnection frameworks that enable the
efficient use of the transmission system

Transmission system capability is a scarce resource that should be allocated efficiently to
support market objectives, in keeping with open access principles. A well-designed generator
replacement process will enable generation owners to more effectively use existing
interconnection rights to supply capacity to the grid.

Rationale

Supportin 1. Ensure a safe and reliable grid
Pr,i) 'f ciple sg 2. Facilitate the efficient entry and exit of resources
P 3. Maintain competitive markets that reduce consumer costs in the long run

o0 #19 — Priority between replacement requests and standard cycle requests
design #25 — Definition of “material adverse impacts”

el il #9 — Commercial operation date of replacement generation
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Replacement requests should be studied on top of the newest model
from the most recent cluster

* Under PJM’s current proposal, a
replacement request that is submitted

J1J|A|S \
after the application window for a cycle |“%" mn gz

has closed but before the Phase 3
model is built will be studied using a
model that does not include
interconnection requests (IRs) from
the current active cycle.

Application

Review

 Under MN8’s proposal, system
capability will be preserved for all
projects that had been accepted into a

cluster prior to when the RGF entered Aoolication
Generator Replacement Process PPhace Recliiss GIA
the generator replacement process. P "hase‘ Study Negotiation
Impact
Timelines from June 14 transmittal letter in ER22-2110 and PJM solution package Study
Key Vintage Prioritized over RGF in studies? * Under PJM proposal, (I)(?It))/ e'XiS;[ir:jg ge_znegation gnld
o Cycle #1 projects would be included in the mode
PAN ° O PAN — —— used to study the replacement request.
[ | @ | Existing Generation ves ves * Under MN8 proposal, existing generation, Cycle
u ° ® | Cycle #1 Phase 3 Yes Yes #1 Iprdoj((ajc.ts,ﬂa;md C)éclle #2 projects would be
included in the model.
[ | Cycle #2 Phase 1 or 2 No Yes ] .
® A ) * ltis reasonable to exclude projects that have not
| A\ | Cycle #3 and later No No been accepted into a cluster (i.e., Cycle #3 and
later).
Replacement Facility N/A N/A )
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https://www.pjm.com/-/media/committees-groups/subcommittees/ips/2024/20240411/20240411-ips_4_11_24_enhance-cir-transfer-efficiency_pjm-solution-package.ashx

Material adverse impact screen should test for system violations
caused by the replacement generation facility

« PJM'’s proposed material adverse impact (MAI) standard
requires that the impact of the replacement generation Deliverability Study Cases
facility (RGF) be no greater than the existing generation 120
facility (EGF) under all study cases to ensure that
transmission capability is not being taken by RGF.

EGF CIRs & MFO

80
* Under MN8 proposal, RGF would be studied for reliability 50
violations. RGF passes MAI screen if it can interconnect
without triggering reliability violations using impact = 40
thresholds defined in Manual 14H Appendix B. = 5
* By studying RGF requests using the newest model from 0 -
the most recent cluster, RGF would not be taking 20
transmission capability from any existing or prior queued mCoal ®Solar WBattery
generators. -40
-60

through generator replacement process.

» Solar output in excess of coal output during LL study case triggers MAI
» Battery charging in any case triggers MAI when replacing resource that
has not been studied for charging

Coal and solar values from PJM education slides, battery values assumed; see slide 7 for PJM’s proposed MAI definition
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https://www.pjm.com/-/media/committees-groups/subcommittees/ips/2023/20230927/20230927-item-06---cir-transfer-process.ashx
https://www.pjm.com/-/media/committees-groups/subcommittees/ips/2024/20240411/20240411-ips_4_11_24_enhance-cir-transfer-efficiency_pjm-solution-package.ashx

Three-year commercial operation requirement ensures the generator
replacement process is at least as fast as the standard cycle process

Formal

deactivation notice

1

Deactivating 90-180 days I

Unit

i

_:’:..l
-

Queue
Cluster

Unit

Deactivates

Application
H

CIRs expire,
return to queue

Unit retains CIRs for 1 year after
deactivation

Years since deactivation

Agreement .
m ~12-18 months for construction
Applicati Agreement .

pap;i:wm Phase 1 ~12-18 months for construction

Queued resource
achieves COD

Scenario 1: CIRs return to Phase 3
model where they are taken up by a
project in the study process

Scenario 2: The presence of CIRs
enables a project to accelerate to GIA

* Intwo “best case scenarios” under the status quo, we would expect CIRs to be taken up by the queue within 3 years
of a generator retiring

* Requirement for RGF to achieve commercial operation within three years of EGF deactivation matches NYISO
generator replacement COD requirement (see NYISO OATT Attachment S Section 25.9.4)
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https://www.nyiso.com/documents/20142/34387509/6%20OATT%2025%20MT_Deliverability%20Tariff%20Revisions_2022.11.03_for%20BIC%20and%20OC.pdf/c134fe98-c818-b6d3-2eba-4a01b39b0ff3
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